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Links:

None

Attachments:
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3) Memo to FAA COR Terminating Contractor Accounts on FAA Systems
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Post-award &
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T3.10.1 Contract Administration Revised 1/2009
A Contract Administration
1 Contract Management Revised 7/2012
2 Basic Responsibility for Contract Administration Revised 7/2012
3 Assignment of Contracting Officer's Representative Revised 4/2012
4 Communications with Vendors Revised 4/2007
5 Use of Government Excess Equipment  Revised 4/2007
6 Contract Modifications Revised 10/2012
7 Suspension and Stop-Work Orders Revised 7/2011
8 Novations and Change-of-Name Agreements Revised 4/2013
9 Conversion of FAR Contracts to AMS  Revised 4/2007
10 Contract Files Revised 7/2011
11 Contract Closeout Revised 1/2014
12 Final Indirect Cost Rates Revised 7/2012
13 Contract Audit Revised 7/2012
14 Bankruptcy Revised 7/2012
15 Reporting Executive Compensation and First-Tier Subcontract
Awards Revised 10/2012
16 Contractor Performance Documentation and Maintenance Added 4/2013
B Clauses
C Forms
D Appendices
1 Appendix - COR-Delegation-Memorandum—Revised 72012Reserved
2 Appendix - COR Reveecation-Memorandurm—Revised 42012Reserved
3 Appendix - When Should a COR be Appointed Revised 4/2012
4 Appendix - Stop-Work Order Revised 4/2011
5 Appendix - Novation Agreement Revised 4/2011
6 Appendix - Change of Name Agreement Revised 4/2011
7 Appendix - Guide for Creating and Maintaining Contract Administration
Files Revised 7/2012
8 Appendix - Contract File Completion Statement Revised 4/2011
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9 Appendix - Memo to FAA COR Terminating Contractor Accounts on FAA
Systems—Revised4/2012Reserved

10 Appendix - Common Authorities for Modifications Revised 7/2012

11 FAA CPARS Guide Added 4/2013
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T3.10.1 Contract Administration Revised 1/2009

A Contract Administration
1 Contract Management Revised 7/2012

a. Contracts are managed to ensure that FAA receives a specific product or service in a timely manner. In certain
circumstances, a modification to contractual requirements, with or without consideration from the contractor, may
be in the FAA's best interest. If such a situation arises, the Contracting Officer (CO) documents the circumstances.
When the CO intends to substantially alter the obligations of the parties without consideration, the CO first obtains
concurrence of legal counsel and the Chief of the Contracting Office (COCO) before execution, and must document
the rationale.

b. The Appendices to this guidance includes memoranda, letters, and agreements used for contract administration
actions described in this section. The CO may adapt the COR-related memoranda to fit the specific situation.
The stop work order, novation, and change of name agreement in the Appendices may be modified by the CO,
subject to legal counsel's concurrence.

c. Use of AMS contract file content checklists is mandatory; these checklists are in
FAST under Procurement Form Templates.

2 Basic Responsibility for Contract Administration Revised 7/2012

COs are responsible for administering contracts covered by AMS. This is accomplished through a team effort with
the program office, and working through the Contracting Officer's Representative (COR) and other functional
specialists supporting a program.

3 Assignment of Contracting Officer's Representative Revised 4/2012

a. Designating a Contracting Officer's Representative (COR). The CO may designate an individual to act as his/her
representative to facilitate contract administration. A COR resolves technical issues, gives technical direction to the
contractor, and interprets technical processes and procedures for the CO. Other functions include interpreting
technical requirements; assisting

with the acquisition strategy; assisting with or developing the statement of work; preparing Government cost
estimates; assisting in negotiation of costs or price of technical requirements; monitoring contractor performance;
reviewing and accepting services, supplies, and equipment; reconciling invoices and recommending payments.
Requiring organizations should ensure that the person recommended as COR has qualifications and expertise
appropriate for the nature of the contract and duties to be delegated. The CO appoints a representative by written
memorandum describing specific delegated authority and responsibilities. The memorandum is

provided by the CO to the COR at the time the assignment is made or changed in any way. See the Appendix to
this Guidance for a sample delegation memorandum. Also see AMS COR Handbook for additional information
about COR duties.

b. Basic Training and Biennial Refresher Training Requirements. See AMS Policy Section 5, Acquisition Career
Program, for complete training requirements.

(1) The designated COR must meet the initial training requirement for certification by completing the
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designated hours of COR training. The required training is established as a three level certification program.
Training and certification for Levels I and Il will be completed prior to appointment. Level Il certification
must be completed no later than six months after appointment. Training may be completed online or in a
classroom. Information regarding online and classroom training providers can be obtained from the
Acquisition Career Management Office (AAP-300).

(2) The COR must provide documentation showing certification or a waiver to the CO.

c. Authority of the Contracting Officer’s Representative. A duly-assigned COR is authorized to perform the actions
delegated by the CO in a memorandum of delegation. When determining the support needed from a representative,
the CO should consider the specific requirements and

needs of the contract and clearly specify the authority that he/she is granting to the representative in a written
memorandum of delegation. One memorandum of delegation for all situations may not be appropriate because
contractual situations are distinct and have varying needs. The sample delegation memorandum in the Appendix to
this Guidance may be modified to reflect the

specific needs of the contract and CO. Depending on the scope, duration, complexity and aggregate total of

the contract, a COR may not be required.

d. Changing the Contracting Officer’s Representative. To change the representative on a contract, the CO
must revoke the previous delegation and issue a succeeding delegation to

another representative. Both of these memoranda are in writing and issued concurrently. The CO must forward
copies of COR changes to the Acquisition Career Management Team (AAP-300), as they occur.

e. Notifying the Contractor. The CO furnishes copies of all delegation and revocation memoranda to the contractor
so that they are aware of the representative and his or her authority and responsibilities.

4 Communications with Vendors Revised 4/2007

Teamwork is an important element for successful contract performance. COs should establish good working
relationships with vendors, and regular communication helps build this relationship. Post award conferences,
either in person or by telephone, are one means

to establish communication and lay the foundation for teamwork at the start of contract performance.

After performance has begun, recurring communication ensures

everyone working under the contract understands the objectives and is focused on a common

goal, and that any potential problems or schedule difficulties are identified and addressed

before adversely impacting FAA or the contractor. Communication is especially critical: at the beginning of contract
performance; whenever either party detects a problem; and before and after significant milestones. Communication
should occur routinely even when no problems may be encountered.

5 Use of Government Excess Equipment Revised 4/2007

The CO may authorize a cost reimbursement contractor to use excess FAA or DOT equipment, if a good business
decision. The FAA Property Management organization makes arrangements for excess property upon written request
by the contractor and approval by the CO. When FAA provides excess property to contractors, appropriate AMS
property clauses must be part of the contract.

6 Contract Modifications Revised 10/2012
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a. Authority. Only a CO or person delegated specific authority to execute contract modifications, may
execute contract modifications.

b. Ceiling-Priced Modifications.

(1) Contract modifications should be priced before execution, if this can be done without adversely affecting
FAA's interests. If a ceiling-priced modification is entered into authorizing the contractor to start
performance before final agreement on the modification’s price, the CO must include in the modification:

(@) All requirements for performance or delivery;

(b) The contract type, maximum price or cost to be negotiated, FAA's maximum liability pending
definitization and a provision permitting the CO to determine a reasonable price or cost (subject to
the disputes provisions); and

(c) A definitization schedule with dates for submission of the contractor’s price proposal, required
cost or pricing data, make-or-buy and subcontracting plans if required, a date for starting
negotiations, and a target date for definitization. The definitization should be completed within 180
days after the date of the ceiling- priced modification or before completion of 40% of the work to be
performed, whichever occurs first.

(2) If agreement on the modification’s price is not reached by the target date or within any extension of it
granted by the CO, the CO may, with approval of the Chief of the Contracting Office, determine a reasonable
price or fee, subject to contractor appeal as provided in the "Contract Disputes™ clause. In any event, the
contractor must proceed with completion of the contract, subject only to the "Limitation of FAA Liability"
clause.
c. Types of Contract Modifications. Contract modifications fall into the following categories (see the Appendix to
this guidance section for a detailed description of the types of modifications and associated authorities for modifying
contracts):

(1) Bilateral. A bilateral modification is a contract modification jointly agreed
to by a CO and contractor. The contractor’s oral or written agreement is sufficient to indicate
contractor agreement; however the CO must obtain the contractor’s written agreement in the form of a
bilateral contract modification following the oral agreement. Bilateral modifications are used to:

(@) Make equitable adjustments when necessary; (b) Definitize

quick-response contracts;

(c) Reflect other agreements of the parties which modify the terms of contracts; or

(d) Make changes requested by the contractor.

(2) Unilateral. A unilateral modification is a contract modification made by the CO, without advance
concurrence by the contractor. Unilateral modifications are used to:

(@) Make administrative changes;
(b) Issue changes under the Changes clause; or
(c) Make changes authorized by clauses other than a Changes clause (e.g., Property clause,
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Options clause, Differing Site Conditions clause, etc.).
d. Extension of Contracts.

(1) Before Expiration. The CO may extend a contract before it expires, using a bilateral contract
modification. However, contract extensions may constitute a single source procurement, and as such,
become subject to requirements for single source justification and approval. When considering a
contract extension, the CO will first determine, in consultation with legal counsel, if the extension
constitutes new work. If so, the CO must comply with single source requirements in AMS policy
3.2.2.4 for market analysis, documentation, and approval.

(2) After Expiration. The CO must not extend a contract after it has expired.

7 Suspension and Stop-Work Orders Revised 7/2011

a. General.

(1) Suspensions of work or stop-work orders are tools available to the Government to interrupt the
contractor’s work in appropriate situations. (See "Stop Work Order" example in the Appendix to this
Guidance). The CO should assure that the appropriate clauses governing stop work and suspensions
of work are in all contracts.

(2) The CO’s suspension or stop-work order should be in writing and include information
required by the clauses, such as:

(@) A description of the work to be suspended/stopped;

(b) Instructions concerning the contractor’s issuance of further orders for
materials or services;

(c) Guidance to the contractor on action to be taken on any affected subcontracts; and

(d) Other suggestions for minimizing the contractor’s costs.
(3) If either the suspension or stop-work is used, the interruption of work should not be for an
unreasonable length of time. Also, the CO should work with
the program official, legal counsel, and others supporting the program, to resolve the outstanding
issues, and make a decision to terminate the contract, cancel the suspension or stop-work order, or
continue the suspension or stop-work order while the issues are being resolved.

b. Suspensions.

(1) Suspensions may be used in fixed-price construction or architect-engineer contracts in
situations such as:

(a) Delays caused by waiting for a decision from FAA,; (b) Weather-related
reasons;
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(c) Technological advancement;

(d) Production or engineering breakthroughs;

(e) Realignment of FAA programs or objectives; (f) Public safety
concerns;

(9) Emergency situations or other urgent conditions; (h) Differing site

conditions; or

(i) Violation of substantive contract terms, including FAA’s smoking,
harassment-free workplace, or other policies.

(2) Generally, the decision to suspend work should be made jointly by the CO and program
official. However, in cases of public safety concerns, emergency situations, or other urgent
conditions, the CO may:

(@) Suspend work pending discussion with the program official;

(b) Notify the contractor orally and follow-up immediately with a written notice.
c. Stop-work Orders. Stop-work orders may be considered in supply, service or research and development
contracts when the work must be interrupted pending a decision by the Government.
8 Novations and Change-of-Name Agreements Revised 4/2013

a. Novation.

(1) Novation is a legal instrument executed by the contractor (transferor), the successor in interest (transferee)
and the Government by which, among other things, the transferor guarantees performance of the contract, the
transferee assumes all obligations under the contract, and the Government recognizes the transfer of the
contract and related assets. Novations typically occur when the assets of the transferor are purchased by
another company but may also be considered when a contractor is unable to perform and another viable
contractor is willing to assume the original contractor’s rights and duties under the contract.

(2) When in its best interest, the FAA may recognize a third party as the successor in interest to a
Government contract when the third party’s interest in the contract arises out of the transfer of:

(a) All of the contractor’s assets; or

(b) The entire portion of the assets involved in performing the contract. Examples of such
transactions include, but are not limited to

(i) Sale of the contractor’s assets with a provision for assuming
liabilities;
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(i) Transfer of the contractor’s assets incident to a merger or corporate
consolidation; and

(iii) Incorporation of a proprietorship or partnership, or formation of a partnership.

(3) A novation agreement may not be necessary when there is a change in the ownership of a
contractor as a result of a stock purchase, with no legal change in the contracting party, and when
that contracting party remains in control of the assets and is the party performing the contract.
However, whether there is a purchase of assets or a stock purchase, there may be issues related to the
change in ownership that appropriately should be addressed in a formal agreement between the
contractor and the Government.

(4) Contractor (Transferor) Responsibilities. Contractors requesting a novation of a contract to
recognize a successor in interest must provide the information the

CO needs to evaluate and process the novation request. This includes information that validates that
novation of the contract is in the best interest of the FAA and should include:

(@) Three copies of the proposed novation agreement (see "Paragraph (7) Content of Novation
Agreement") signed by the original contractor and the successor in interest;

(b) One copy each, as applicable, of the following:

(i) The document describing the proposed transaction, purchase/sale agreement or
memorandum of understanding;

(i) A list of all affected contracts between the transferor and the FAA, as of the date of
sale or transfer of assets, showing for each, as of that date, the

(A) Contract number and type;
(B) Name and address of the contracting office; (C) Total dollar
value, as amended; and
(D) Approximate remaining unpaid balance;
(iii) Evidence of the transferee's capability to perform; (c) Any other
relevant information requested by the CO;

(d) One copy of each of the following documents, as applicable, as the documents become
available except as provided in (5) below:

(i) An authenticated copy of the instrument effecting the transfer of assets; e.qg., bill of
sale, certificate of merger, contract, deed, agreement, or court decree;

(i1) A certified copy of each resolution of the corporate parties' boards of directors
authorizing the transfer of assets;

(iii) A certified copy of the minutes of each corporate party's stockholder meeting
necessary to approve the transfer of assets;
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(iv) An authenticated copy of the transferee's certificate and articles of incorporation, if
a corporation was formed for the purpose of receiving the assets involved in performing
the Government contracts;

(v) The opinion of legal counsel for the transferor and transferee stating that the
transfer was properly effected under applicable law and the effective date of transfer;

(vi) Balance sheets of the transferor and transferee as of the dates immediately before
and after the transfer of assets, audited by independent accountants;

(vii) Evidence that any security clearance requirements have been met;

(viii) The consent of sureties on all contracts listed under (4)(b)(ii) of this section if bonds
are required, or a statement from the transferor that none are required.

(5) The CO may modify this list of documents, provided that the CO receives information
sufficient to protect the Government's interest.

(6) CO Responsibilities. The CO has the primary responsibility to process the novation and
determine, in consultation with legal counsel, if it is in the best interest of the FAA.

(@) Novations Involving More Than One Contract. When multiple contracts are involved, the CO
administering the contract with the largest unpaid dollar balance should coordinate the novation
agreement for all FAA contracts.

(b) Coordination with Other Executive Agencies. The FAA may elect to have its contracts
included in the novation agreement (the "global agreement™) being processed by the responsible

contracting officer for all of the other executive agencies. If this election is made, the FAA CO
should negotiate a separate advance agreement with the contractor that addresses any issues

unique to the FAA, if appropriate. This agreement should be attached to and incorporated in the
global novation agreement.

(c) Evaluating the Novation Request. The CO should consider all the information collected
as a result of the proposed novation request with emphasis on the successor’s ability to
perform including:

(i) Contractor submissions under (5) above;

(ii) Information provided by other contracting offices;

(i) Information indicative of the successor’s responsibility such as
debarment and suspension information;

(iv) National Institute of Health's Past Performance Database; (v) Organizational
conflict of interest;

(vi) Any other information that reflects the successor’s ability to
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perform the contract.

(d) Conflict of Interest (COI). If the CO determines that a COI exists and cannot be resolved,
but the novation is in the best interest of the FAA, the CO may initiate action to waive or
mitigate the COI in accordance with AMS Procurement Guidance T.3.1.7.

(e) Coordinate the action with legal counsel to assure legal sufficiency. (f) CO’s Decision.
(i) Rejecting the Novation Request. If the CO determines that it is not in the best interest of
the FAA to concur in the transfer of a contract from one company to another company, the
original contractor remains under contractual obligation to the Government, and the contract
may be terminated for reasons of default, should the original contractor not perform.
(i) Executing the Novation. If the CO approves the novation, he/she should

(A) Prepare and sign a written contract modification for each affected contract;

(B) Incorporate a copy of the agreement into the contract modification;
(C) Place the original contract modification in the official contract file;

(D) Distribute the modification to the transferor; the transferee, affected FAA
contracting offices, the paying office and any other distribution that is required for
contract modifications.

(7) Content of the Novation Agreement. Appendix 5 to this guidance is a novation agreement that
provides a guide to preparing novation agreements. This may be adapted, subject to legal counsel's
review, to fit specific cases but should include the following provisions:

(a) Successor contractor/transferee Responsibilities;
(b) The transferee assumes all the transferor's obligations under the contract; (c) The transferor

waives all rights under the contract against the
Government;

(d) The transferor guarantees performance of the contract by the transferee (a satisfactory
performance bond may be accepted instead of the guarantee);
and

(e) A statement that nothing in the agreement shall relieve the transferor or transferee from
compliance with any Federal law.

(8) Any separate agreement between the transferor and the transferee regarding assumption of
liabilities (e.g., an Advance Agreement covering the treatment of long-term incentive compensation
plans, cost accounting standards

noncompliance issues, environmental cleanup costs, final overhead costs) and any other issues should
be incorporated in the novation agreement.

b. Change of Name Agreements.
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A change of name agreement is appropriate when only the contractor’s name changes and the
rights and obligations of the parties are not affected.

(1) Contracror’s Responsibilities. The contractor should submit the following to the CO:
(@) A written request to the CO to change the name;

(b) The document effecting the name change, authenticated by a proper official of the State
having jurisdiction;

(c) The opinion of the contractor's legal counsel stating that the change of name was properly
effected under applicable law and showing the effective date;

(d) A list of all affected contracts and purchase orders remaining unsettled between the
contractor and the Government, showing for each the contract number and type, and name and
address of the contracting office. The CO may request the total dollar value as amended and
the remaining unpaid balance for each contract.

(2) CO’s Responsibilities. The CO will then prepare a contract modification in the new name of the
firm, and reference in the body of the modification the former name and date of the vendor’s request.
The modification should state something similar to: "This modification changes the name of the
Contractor from [enter

contra ctor’s previous n a me] to that shown above. This change is made at the request of the
Contractor received on [insert date]."

(3) A format for a Change of Name agreement is in Appendix 6.

9 Conversion of FAR Contracts to AMS Revised 4/2007

a. Contracts awarded under the Federal Acquisition Regulations (FAR) system are not automatically converted to
AMS contracts. The CO, jointly with the program official and legal counsel, should consider the merits of
converting existing FAR contracts to

AMS. Circumstances where conversion may benefit both FAA and contractors include contracts with:

(1) A potential for litigation (to include clause 3.9.1-1 Contract Disputes); (2) A significant
term or delivery schedule remaining;
(3) Potential of new work being added to the existing contract; or

(4) One or more options.

b. The above list is not all-inclusive. COs may consider other situations if they believe the conversion would be
advantageous. Contracts near completion, relatively inactive, or the result of extensive negotiation of clauses may
not need to be converted. In all cases, converting a contract from FAR to AMS, whether in whole or in part,
requires legal counsel's review before bilateral signature of the parties.

10 Contract Files Rrevised 7/2011
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a. The files containing records of all contractual actions should be maintained by the organization or person
administering the contract. Documentation in the files should be a sufficiently complete history of the
transaction and:

(1) Provide a complete background as a basis for informed decisions at each stage in the acquisition
process;

(2) Support actions taken;

(3) Provide information for reviews and investigations; and

(4) Furnish essential facts in the event of litigation or Congressional inquiries. b. A contract file
should consist of the following:

(1) Contracting office documentation of the acquisition, basis for

award, assignment of contract administration if applicable (including payment responsibilities),

and any subsequent actions taken by the contracting office;

(2) Contract administration files that document actions reflecting the basis for and the performance of
contract administration responsibilities;

(3) Government-furnished/contractor-acquired property file; and

(4) Paying office contract file, which documents actions prerequisite to, substantiating, and
reflecting contract payments.

c. The contract files that contain proprietary or source selection information should be identified as such and
protected from disclosure to unauthorized persons.

d. A guide describing creation and maintenance of contract administration files is in Appendix 7 to this Guidance.
e. File content checklists for contracts, purchase orders/FSS orders, blanket purchase agreements, and agreements are
in the Procurement Form Templates area of FAST. These checklists will assist in organizing the file and ensuring that
required clearances and documents are properly filed. The CO must use and incorporate the following checklists in
applicable files:

(1) Contract Organization and File Content List

(2) Contract Organization and File Content List--Modification

(3) Purchase Order/GSA/FSS Order File Checklist*

(4) Blanket Purchase Agreement (BPA) File Checklist
(5) Interagency Agreement File Checklist

* Note: Checklist not required for orders with a total value of less than $10,000.
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11 Contract Closeout Revised 1/2014

a. Background. Closeout of contract files occurs at the end of the contract administration process. The CO should
assure file integrity throughout the life of the contract. Maintaining an accurate record of contract modifications and
obligations facilitates contract closeout, and also minimizes costs associated with administration and closeout
processes. Timely closeout deobligates excess funds and returns the excess funds for possible use elsewhere. The
time frame for closing a contract is based on both the type of contract and date of physical completion.

b. Definitions.

(1) A contract is considered to be physically complete when:

(@) The contractor has completed the required deliveries and the
Government has inspected and accepted the supplies;

(b) The contractor has performed all services and the Government has accepted the
services;

(c) All option provisions, if any, have expired; and

(d) The Government has given the contractor a notice of complete contract
termination.

(2) A purchase order, or delivery order against a Federal Supply Schedule contract, is
considered to be physically complete when:

(a) Property or services have been received within the terms of the contract;
(b) Final payment has been made to the contractor; and

(c) A purchase order/delivery order Receiving Report signed by the recipient of the
goods or services.

c. Time Frames. Closeout of contract files should occur during the time frames identified below, as evidenced by
completion of the "Contract Closeout Checklist™ or the closeout section of the "Purchase Order/GSA/FSS Order File
Checklist" (See Procurement Forms in FAST).

(1) Files for contracts using commercial and simplified purchase procedures should be considered
closed when the CO receives evidence of receipt of supplies and final payment.

(2) Contract files for firm-fixed-price contracts, other than those using commercial and simplified
purchase procedures, should be closed within 6 months after the date on which the CO receives
evidence of physical completion (for example, signed receipt or delivered product).

(3) Contract files for contracts requiring settlement of indirect cost rates should be closed within 36
months of the month in which the CO receives evidence of physical completion.

(4) Contract files for all other contracts should be closed within 20 months of the month in which the
CO receives evidence of physical completion.
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d. Preparation for Closeout. To prepare for contract closeout, 60 days prior to either final delivery or estimated
contract or interagency agreement completion date, the CO should perform a comprehensive review of the contract
or interagency agreement to determine whether any documentation is missing and whether any step in the closeout
process can be initiated before physical completion. If documents are missing, the CO should attempt to obtain them
and insert them into the file. To determine whether steps in the closeout process can begin before the contract or
interagency agreement is physically complete, the CO should review the "Contract Closeout Checklist." Following
are examples of actions the CO may be able to take before the contract is physically complete:

(1) Ensure that the contractor has a current list of contractor employees holding FAA security
badges and verify that the list corresponds to the FAA Servicing Security Element's list.

(2) Ensure that all information in Prism is current and correct.

(3) Reconcile the contract’s funding status and invoice payment log with Accounts Payable.
Identify final invoices. (Contracts and Interagency Agreements).

(4) If the contract includes a "Patent Rights" clause, check to see whether final patent or royalty
reports have been received.

(5) If the contract includes "Government Property" clauses or contractor-acquired property, ensure
that the property administrator or Contracting Officer’s Representative provides disposition
instructions to the Contractor. (Contracts and Interagency Agreement).

e. Closeout Procedures. When the contract or interagency agreement is physically complete, the
CO is responsible for initiating contract closeout. The contract file should not be closed if the

contract is in litigation or under appeal. When closing both fixed-price and cost-type contracts, the CO must verify
that the documents and activities included in the "Contract Closeout Checklist" have been received or are complete.
After completion of the "Contract Closeout Checklist" and notification of final payment from Accounts Payable, the
CO must complete and sign a "Contract File Completion Statement” (Appendix 11). For purchase orders (PO) or
GSA Federal Supply Schedule (FSS) orders, the CO will use the closeout portion of the "Purchase Order/GSA/FSS
Order File Checklist" in place of the "Contract Closeout Checklist" and "Contract File Completion Statement.” To
facilitate receipt of required closeout documentation, the CO will need to take some or all of the following actions:

(1) Reconcile the contract’s funding status and invoice payment log with Accounts Payable. To
accomplish this, contact the Finance Office and obtain reports documenting the obligations and
expenditures under the contract.

(2) Send a memorandum to the program official to confirm contract completion. (3) Send a

memorandum to the COR requesting termination of all contractor
personnel accounts on contract-specific FAA systems (See Appendix 12 for
memorandum). The COR should return the signed memo to the CO within 30 days.

(4) For all cost-type contracts not closed with Quick Closeout procedures, the CO must request the
Headquarters Cost/Price Analysis Services group (AAP-500) to initiate a DCAA audit.

(5) Send a memorandum to the Property Administrator requesting completion and transfer of the
Government Property section of the contract file. (Note: the CO must sign the property report
submitted by the Property Administrator).
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(6) Send a letter to the contractor indicating that the contract is complete and requesting required
documents. Required documents might include:

(a) Final voucher.
(b) Confirmation of settlement of subcontracts.

(c) Government Furnished Property (GFP) and Contractor
Acquired Property (CAP)inventory.

(d) Report of inventions and subcontracts, if applicable (AMS Clause 3.5-12).
(e) Patent and royalty reports.

(f) Contractor’s release.

(9) Contractor’s assignment of refunds, rebates, credits, and other
amounts.

(h) List of contractor personnel holding FAA badges, indicating the badge numbers
and when they were returned to the FAA Servicing Security Element.

(7) Review and approval of the final voucher should include:
(a) Verification that all contractual requirements have been satisfied.
(b) Completion of any fee adjustments.
(c) Verification that contractual funding limitations have not been exceeded.
(d) Identification of any offsets applied.

(e) Verification of accuracy of Contractor Release and
Assignment.

(f) Verification that all previous Contractor vouchers have been paid.
(9) Approval for payment with signature and date.

(h) Deobligation modification processed and distributed for any funds determined to
be in excess.

(8) Completion and submittal of the Past Performance Information Retrieval
System (PPIRS) evaluation for the contract.

f. Quick-closeout Procedures. In some circumstances, the CO may determine that a contract is a candidate for quick
closeout. Quick closeout allows the CO to negotiate the settlement of indirect costs without a DCAA audit and in
advance of the determination of final indirect cost rates. The procedures for quick closeout are the same as for regular
closeout except that a DCAA audit is

not requested. The determinations of final indirect costs under quick closeout procedures are final for the contracts it

FAST Version 7/2014
CR 14-45
p. 16



covers and no adjustments are made to other contracts for over or under recoveries of costs allocated or allocable to
the contracts covered by the advance agreement. Additionally, indirect cost rates used in the quick closeout of a
contract are not considered a binding precedent when establishing the final indirect cost rates for other contracts.

(1) To determine whether a contract is a candidate for quick closeout, the contract must meet the
following criteria:

(@) The contract is physically complete;

(b) The amount of unsettled indirect costs is not more than

$5,000,000 and the cumulative unsettled indirect costs to be allocated to one or
more contracts in a single fiscal year do not exceed 15% of the estimated, total

unsettled indirect costs allocable to cost-type contracts for that fiscal year; and

(c) Agreement can be reached on a reasonable estimate of allocable dollars.

(2) After the CO has made a decision that the use of quick closeout procedures is appropriate, the CO

must:

(a) Ensure adequate rationale for the decision is included in the file;

(b) Require the contractor to submit a final voucher and a summary of all costs by cost
element and fiscal year for the contract(s) in question, as well as a copy of the
contractor’s final indirect cost

rate proposal for each fiscal year quick closeout is involved;

(c) Notify the cognizant audit activity, either verbally or in writing, identify the
contract(s), and request:

(1) The contractor’s indirect cost history covering a sufficient number of
fiscal years to see the trend of claimed, audit questioned, and disallowed
costs; and

(if) Any other information that could impact the decision to use quick-
closeout procedures. Indirect cost histories should be requested from
the contractor only when the cognizant audit activity is unable to
provide the information;

(d) Review the contract(s) for indirect cost rate ceilings and any other contract
limitations, as well as the rate history information;

(e) Establish final indirect cost rates using one of the following rates:

(i) The contract’s ceiling indirect cost rates, if applicable, and if
less than paragraphs (e)(ii) through (vi) of this section;

(if) The contractor’s claimed actual rates adjusted based on the
contractor’s indirect cost history, if less than paragraphs (e)(iii)
through (vi) of this section;

(iii) Recommended rates from the cognizant audit agency, the local
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pricing office, another installation pricing office, or other recognized
knowledgeable source;

(iv) The contractor’s negotiated billing rates, if less
than paragraphs (e)(v) or (vi) of this section;

(v) The previous year’s final rates;

(vi) Final rates for another fiscal year closest to the period for which
quick-closeout rates are being established;

(f) If an agreement is reached with the contractor, obtain a release of all claims and
other applicable closing documents.

g. Deobligation of Funds Prior to Closeout.

(1) Actions Before Deobligation. For contracts that require the establishment of final cost rates, after
completion of contractor performance the CO may deobligate unused funding prior to the finalization of the
contractor’s final cost rates. Prior to deobligating unused funding, the CO must:

(@) Confirm that contractor performance, including any applicable closeout requirement, is
complete except for the establishment of final rates; and

(b) Receive written authorization from the funding program office that the funds may be deobligated
(a purchase request requesting the deobligation of funds satisfies this requirement).

(2) Reconciliation. After establishment of the contractor’s final cost rates, FAA will
reconcile the final funding requirement.

(@) If the contract funding required after establishment of final cost rates is greater than the amount
established prior to the agreement on final cost rates, the FAA program office will provide the
necessary additional appropriation and funding, and the CO will modify the contract to increase the
final funding amount.

(b) If the contract funding required after establishment of final cost rates is lower than the amount
established prior to the agreement on final cost rates, the CO will further lower the final contract
funding amount and the contractor will pay to the FAA the amount of overpayment within 60 days of
written demand from FAA, or FAA may offset any overpayment from other amounts owed to the
contractor. The FAA retains all other rights to collect funds due from the contractor.

h. Contract File Documentation. Official closeout documentation for contracts and interagency agreements, the
signed "Contract File Completion Statement,” and the completed "Contract Closeout Checklist” should be filed in
the official contract file behind a marked tab. For POs or GSA FSS orders, the documentation should be filed in the
official file and noted on the "Purchase Order/GSA/FSS Order File Checklist."

I. Paying Office. The paying office must furnish the CO written documentation of the final payment including the
voucher number, date, invoice number and date, and name and signature of technician processing the payment. The
paying office should close their contract files upon issuance of the final payment voucher.
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12 Final Indirect Cost Rates Revised 7/2012

a. Cognizant Federal Agency. A contractor (or its operating divisions) may do business with more than one
Federal agency. To avoid inconsistent or duplicated activities, one agency is designated as the cognizant agency
for settling the final indirect cost rates with the

contractor. The cognizant agency, which could be FAA, is normally the one with the largest dollar amount of
negotiated contracts, including options. Once an agency assumes cognizance, it should remain so for at least five
years to ensure continuity and ease of administration. If at the end of the five-year period another agency has the
largest dollar amount of negotiated contracts, including options, then the two agencies should coordinate and
determine which will assume cognizance. However, cognizance may transfer before the five-year period expires if
circumstances warrant it and the affected agencies agree.

b. Billing Rates.

(1) A billing rate is an indirect cost rate established temporarily for interim reimbursement of
incurred indirect costs, and is adjusted as necessary pending establishment of final indirect cost
rates.

(2) The cognizant Contracting Officer (CO) (or cognizant Federal agency official) or auditor responsible
for establishing the final indirect cost rates is also responsible for determining the billing rates.

(3) The cognizant CO (or cognizant Federal agency official) or auditor establishes billing rates based on
information from recent review, previous rate audits or experience, or similar reliable data or experience of
other contracting activities. In establishing billing

rates, the cognizant CO (or cognizant Federal agency official) or auditor should ensure billing rates are as
close as possible to the final indirect cost rates anticipated for the contractor’s fiscal period, as adjusted for
any unallowable costs. When the cognizant CO (or cognizant Federal agency official) or auditor determines
the dollar value of contracts requiring use of billing rates does not warrant submission of a detailed billing
rate proposal, the billing rates may be established by making appropriate adjustments from the prior year’s
indirect cost experience to eliminate unallowable and nonrecurring costs and to reflect new or changed
conditions.

(4) Once established, billing rates may be prospectively or retroactively revised by mutual agreement of the
cognizant CO (or cognizant Federal agency official) or auditor and the contractor at either party’s request,
to prevent substantial overpayment or underpayment. When the parties cannot agree, the cognizant CO (or
cognizant Federal agency official) may unilaterally determine billing rates.

(5) The elements of indirect cost and the base or bases used in computing billing rates must not be
interpreted as determinative of the indirect costs to be distributed or of the bases of distribution to be used
in the final settlement.

(6) When the contractor provides the certified final indirect cost rate proposal to the cognizant CO, the
contractor and the Government may mutually agree to revise billing rates to reflect the proposed indirect cost
rates, as approved by the Government to reflect historically disallowed amounts from prior years’ audits,
until the proposal has been audited and settled. The historical decrement will be determined by either the
cognizant CO/agency official or the auditor.

c. Reimbursing Indirect Costs. Billing rates and final indirect cost rates must be used in reimbursing indirect
costs under cost-reimbursement contracts and in determining progress payments under fixed-price contracts.
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d. Final Indirect Cost Rates.

(1) Final indirect cost rates must be established on the basis of CO determination procedure or auditor
determination procedure. The establishment of a business unit's final indirect cost rates provides
uniformity of approach with a contractor when more than one contract or agency is involved; economy of
administration; and timely settlement under cost-reimbursement contracts.

(2) These rates are binding for all cost-reimbursement contracts for all agencies and their contracting offices,
unless otherwise specifically prohibited by statute. An agency must not perform an audit of indirect cost rates
when the CO determines that the objectives of the audit can reasonably be met by accepting the results of an
audit that was conducted by any other department or agency of the Federal Government.

(3) Billing rates and final indirect cost rates must be used in reimbursing indirect costs under cost-
reimbursement contracts and in determining progress payments under fixed- price contracts.

(4) Final indirect cost rates must be used for contract closeout for a business unit, unless the quick-closeout
procedure in AMS Procurement Guidance T3.10.1.A.11.F is used.

(5) Within 120 days (or longer period, if approved in writing by the CO) after settlement of the final annual
indirect cost rates for all years of a physically complete contract, the contractor must submit a completion
invoice or voucher reflecting the settled amounts and rates. To determine whether a period longer than 120
days is appropriate, the CO should consider whether there are extenuating circumstances, such as:

(a) Pending closeout of subcontracts awaiting Government audit. (b) Pending

contractor, subcontractor, or Government claims.

(c) Delays in the disposition of Government property. (d) Delays in

contract reconciliation.

(e) Any other pertinent factors.
(6) If the contractor fails to submit a completion invoice or voucher within the time specified in
subparagraph c.(2) of this section, the cognizant CO may determine the amounts due to the contractor
under the contract, and document it in a unilateral modification to the contract.
(7) The CO must coordinate a possible unilateral decision on final indirect rates and resolution efforts
with Headquarters Procurement Legal Division, or Region or Center Assistant Chief Counsel's office, as
applicable.

e. CO Determination Procedure.

(1) The cognizant CO (or cognizant Federal agency official) is responsible for establishing the
final indirect cost rates for:

(a) Business units of a multidivisional corporation under the cognizance of a corporate administrative
contracting officer (ACO) with that officer responsible for the determination, assisted as required by
the ACO, assigned to the individual business units. Negotiations may be conducted on a coordinated
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or centralized basis, depending upon the degree of centralization within the contractor’s organization.

(b) Business units not under the cognizance of a corporate ACO, but having a resident ACO, with
that officer responsible for the determination. For this

purpose, a nonresident ACO is considered as resident if at least 75 percent of the time is devoted to a
single contractor.

(c) Educational institutions
(d) State and local governments
(e) Nonprofit organizations other than educational and state and local governments

(2) According to AMS clause 3.2.4-5 "Allowable Cost and Payment,” the contractor must submit a certified
final indirect cost rate proposal to the CO (or cognizant Federal agency official) and to the cognizant auditor.
The required content of the proposal and supporting data will vary depending on such factors as business type,
size, and accounting system capabilities. The contractor, CO, and auditor must work together to make the
proposal, audit, and negotiation process as efficient as possible. Each contractor must submit an adequate
proposal to the CO (or cognizant Federal agency official) and auditor within

the 180 day period following the expiration of each of its fiscal years. Reasonable extensions, for exceptional
circumstances only, may be requested in writing by the contractor and granted in writing by the CO. A
contractor must support its proposal with adequate supporting data. For guidance on what generally
constitutes an adequate final indirect cost rate proposal and supporting data, contractors should refer to the
Model Incurred Cost Proposal in Chapter 6 of the Defense Contract Audit Agency Pamphlet No.

7641.90, Information for Contractors, available on their website.

(3)The auditor must submit to the cognizant CO (or cognizant Federal agency official) an advisory audit
report identifying any relevant advance agreements or restrictive terms of specific contracts.

(4) The cognizant CO (or cognizant Federal agency official) heads the Government negotiating team,
which includes the cognizant auditor and technical or functional personnel as required. Contracting offices
having significant dollar interest must be invited to participate in the negotiation and in the preliminary
discussion of critical issues. Individuals or offices that have provided a significant input to the
Government position should be invited to attend.

(5) The Government negotiating team must develop a negotiation position. The cognizant
CO must:

(@) Not resolve any questioned costs until obtaining adequate documentation on the costs and the
contract auditor’s opinion on the allowability of the costs; and

(b) Whenever possible, invite the contract auditor to serve as an advisor at any negotiation or meeting
with the contractor on the determination of the contractor’s final indirect cost rates.

(6) The cognizant CO:
(@) Conducts negotiations;

(b) Prepares a written indirect cost rate agreement conforming to the requirements of the contracts;
and
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(c) Prepares, signs, and places in the contractor general file:
(i) The disposition of significant matters in the advisory audit report;

(if) Reconciliation of all costs questioned, with identification of items and amounts allowed or
disallowed in the final settlement as well as the disposition of period costing or allocability
ISsues;

(iii) Reasons why any recommendations of the auditor or other
Government advisors were not followed; and

(iv) Identification of cost or pricing data submitted during the negotiations and relied upon in
reaching a settlement; and

(v) Promptly distribute resulting documents to include executed copies of the indirect cost rate
agreement to the contractor and to each affected contracting agency and provide copies of the
agreement for the contract files, in accordance with the guidance for contract modifications,
T3.10.1.

(vi) Notify the contractor of the individual costs which were considered unallowable and the
respective amounts of the disallowance.

f. Auditor Determination Procedure.
(1) The cognizant Government auditor establishes final indirect cost rates for:

(a) Business units of a multidivisional corporation under the cognizance of a corporate ACO, with
that officer responsible for the determination, assisted as required by the ACO, assigned to the
individual business units. Negotiations may be conducted on a coordinated or centralized basis,
depending upon the degree of centralization within the contractor’s organization.

(b) Business units not under the cognizance of a corporate ACO, but having a resident ACO, with
that officer responsible for the determination. For this purpose, a nonresident ACO is considered as
resident if at least 75 percent of the time is devoted to a single contractor.

(c) For business units not included, the CO (or cognizant Federal agency official)
will determine whether the rates will be CO or auditor determined.

(d) Educational institutions.

(e) State and local governments.

(F) Nonprofit organizations other than educational and state and local governments
(2) The auditor determination may be used for business units that are covered when the CO (or cognizant
Federal agency official) and auditor agree that the indirect costs can be settled with little difficulty and any of
the following circumstances apply:

(@) The business unit has primarily fixed-price contracts, with only minor involvement in

FAST Version 7/2014

CR 14-45
p. 22



cost-reimbursement contracts.
(b) The administrative cost of CO determination would exceed the expected benefits.
(c) The business unit does not have a history of disputes and there are few cost problems.

(d) The CO (or cognizant Federal agency official) and auditor agree that special circumstances
require auditor determination.

(3) Procedures.

(@) The contractor must submit to the cognizant CO (or cognizant Federal agency official) and auditor
a final indirect cost rate proposal.

(b) Upon receipt of a proposal, the auditor:
(i) Audits the proposal and seeks agreement on indirect costs with the contractor;

(i1) Prepares an indirect cost rate agreement conforming to the requirements of the
contracts. The agreement must be signed by the contractor and the auditor;

(ii1) If agreement with the contractor is not reached, forwards the audit report to the CO (or
cognizant Federal agency official) identified in the Federal Directory of Contract
Administration Services Components, available on their website, who will then resolve the
disagreement; and

(iv) Distributes Resulting Documents. Copies of the documented audit report prepared under
auditor determination or audit report prepared under auditor determination must be furnished,
as appropriate, to the contracting offices and Government audit offices.

g. Certification.

(1) Certificate of Indirect Costs. A proposal must not be accepted and no agreement be made to establish
final indirect cost rates unless the contractor certifies the costs.

(@) Waiver of Certification. The agency head, or designee, may waive the certification
requirement when determined to be in the interest of the United States. The reasons for the
determination documented in writing and made available to the public. A waiver may be
appropriate for a contract with:

(1) A foreign government or international organization, such as a subsidiary body of
the North Atlantic Treaty Organization;

(2) A state or local government subject to OMB Circular A-87; (3) An educational
institution subject to OMB Circular A-21; and (4) A nonprofit organization subject to
OMB Circular A-122.

(b) Failure to certify.
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(1) If the contractor has not certified its proposal for final indirect cost
rates and a waiver is not appropriate, the CO may unilaterally establish the rates.

(2) Rates established unilaterally are based on audited historical data or other available data as
long as unallowable costs are excluded; and set low enough to ensure that unallowable costs
will not be reimbursed.

(c) False Certification. The CO should consult with legal counsel to determine
appropriate action when a contractor’s certificate of final indirect costs is thought to be
false.

(d) Penalties for Unallowable Costs. Penalties for submission of unallowable costs in final
indirect cost rate proposals are outlined in AMS clause 3.10.1-3.

13 Contract Audit Revised 7/2012
a. Contract Audit - Post Award.
(1) The auditor is responsible for:

(@) Submitting information and advice to the requesting activity, based on the
auditor’s analysis of the contractor’s financial and accounting records or other

related data as to the acceptability of the contractor’s incurred and estimated
costs.

(b) Reviewing the financial and accounting aspects of the contractor’s cost control
system.

(c) Performing other analyses and reviews that require access to the contractor’s
financial and accounting records supporting proposed and incurred costs.

(2) Audit Cognizance. Normally, DCAA is the responsible Government audit agency. However, there may
be instances where an agency other than DCAA desires cognizance of a particular contractor. In those
instances, the two agencies should agree on the most efficient and economical approach to meet contract
audit requirements.

(3) Assigning Audit Services. COs should coordinate with Headquarters Cost/Price Services (AAP-500) when
requesting audit services directly from the responsible audit agency. DCAA's audit office locator is online at
http://www.dcaa.mil. The audit request should include a suspense date and should identify any information
needed by the CO. The responsible audit agency may decline requests for services on a case-by-case basis, if
resources of the audit agency are inadequate to accomplish the tasks. Declinations must

be in writing.

14 Bankruptcy Revised 7/2012

a. General. The CO must proactively monitor contracts to the extent practicable for indications of contractor
financial difficulty, and respond appropriately to a written notification of bankruptcy. If the contractor provides the
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CO with a written notification of bankruptcy, the CO must protect FAA’s rights and interests under contracts with
the contractor.

b. Contractor Financial Difficulties. When the CO becomes aware of contractor financial difficulties, he or she
must verify accuracy of the information, and follow the steps described below. Information relating to contractor
financial difficulties should come from sources such as, but not limited to, the COR, QRO, Finance Office, Office
of Inspector General, a financial institution, Dun and Bradstreet, or a newspaper article.

(1) Determine whether the contractor is performing in a timely manner and making satisfactory
progress.

(2) Consider terminating the contractor for default if performance is untimely or otherwise
unsatisfactory and the reason is within the contractor’s control.

(3) Request that the COR or QRO monitor the contract more closely if contract termination is
considered unnecessary.

(4) Notify the cognizant small and disadvantaged business utilization specialist if a small business contractor
is involved.

(5) Notify the bonding company, if appropriate.

c. Notification of Bankruptcy. Upon receipt of a contractor notification of bankruptcy, as required by AMS
clause 3.10.1-7, "Bankruptcy," the CO must:

(1) Furnish the notification of bankruptcy to Headquarters Assistant Chief Counsel for Procurement Law and
other appropriate offices, such as finance, property, and other FAA contracting offices.

(2) Determine the amount of FAA’s potential claim against the contractor. In assessing this impact, identify
and review any contracts that have not been closed out, including those that are physically completed or
terminated.

(3) Take actions necessary to protect FAA’s rights and interests, including Government
property.

(4) Consult with and furnish information to Headquarters legal counsel, as appropriate, throughout the
process.

15 Reporting Executive Compensation and First-Tier Subcontract Awards Revised 10/2012

a. Scope. The Federal Funding Accountability and Transparency Act, as amended, requires contractors to report
subcontracted award data and the total compensation of the five most highly compensated executives of the
contractor and subcontractor(s).

b. Applicability. This reporting requirement applies to all contracts with a value of $25,000 or more. Reporting
subcontract information is limited to the first-tier subcontractor(s). As described in AMS clause 3.13-14, there is
an additional subcontract reporting exemption for contractors and subcontractors who had gross income in the
previous tax year under

$300,000. Specific reporting requirements for executive compensation are also outlined in AMS
clause 3.13-14.
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c. Review. The CO will ensure contractors comply with the reporting requirements of AMS clause 3.13-14.
Contractor reports will be reviewed as necessary to ensure the information is consistent with contract information. In
such reviews, the CO is not required to address data for which FAA would not normally have supporting
information, such as compensation information required of contractors and first-tier subcontractors. However, the
CO will inform the contractor of any inconsistencies with the contract information and require that the contractor
correct the report, or provide a reasonable explanation why it believes the information to be correct. The reports may
be reviewed at www.fsrs.gov.

d. Failure to Comply. If the contractor fails to comply with the reporting requirements, the CO will immediately
bring this to the contractor's attention. If the contractor still does not comply, appropriate contractual remedies
should be taken. In addition, the CO should make the contractor's failure to comply with the reporting
requirements a part of the contractor's past performance evaluation.

e. When COs report contracting data to the Federal Procurement Data System (FPDS), certain data will then pre-
populate from FPDS to assist the contractor complete and submit the reports.

16 Contractor Performance Documentation and Maintenance Added 4/2013

a. This section provides policies and establishes responsibilities for recording and maintaining contractor
performance information in the Contractor Performance Assessment Reporting
System (CPARS). This section does not apply to determinations of fees under award or incentive fee contracts.

b. Past performance information is relevant information, for future source selection purposes, regarding a
contractor’s actions under previously awarded contracts. It includes, for example, the contractor’s record of
conforming to contract requirements and to standards of good workmanship; the contractor’s record of forecasting
and controlling costs; the contractor’s adherence to contract schedules, including the administrative aspects of
performance; the contractor’s history of reasonable and cooperative behavior and commitment to customer
satisfaction; the contractor’s record of meeting small business subcontracting objectives; the contr